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Ancther Jump in U.S. Agricultural Exportsto the GCC-5

Driven by record sales of agricultura productsto the United Arab Emirates, U.S. exports to the GCC-
5 - Bahrain, Kuwait, Oman, Qatar and the UAE - reached yet another record of $335 million in 2000
onaU.S. FOB bass. Thisisthe third consecutive year of growth in U.S. agriculturd exportsto this
block of small, yet rdatively wedthy Gulf nations. Though U.S. consumer-ready food product sales set
records in three of the five countries covered by the U.S. Agricultura Trade Office in Dubal, overdl
U.S. agricultura product exports to the countries of Bahrain, Kuwait, Oman, Qatar actualy declined
from export levels registered in 1999. Here' s asynopsis of important factors affecting U.S. agriculturd
exports for each of the GCC-5.

Bahran

In the case of Bahrain, exports of U.S. agriculturd products in 2000 fel by more than $14 million from
1999's record of $27 million. The reason for the declineis that there were essentialy no bulk grain
sdes of wheat and corn and, more significantly, vegetable oil exports fell by more than $10 millionin
vaue with the clogng of the Savola plant in Manama.

The bright spot in year 2000 exports was that the U.S. has never before sold more value-added food
products, and this category of exports including frozen chicken, snack foods and fresh fruit exceeded
$10 million.

Kuwait

U.S. exports of whesat and vegetable oil fell dramatically in 2000 compared to 1999, but consumer-
ready products set anew record. Sales of fresh vegetables, snack foods and dmonds were markedly
higher.

Oman

Asin Bahrain and Kuwait, the overdl declinein agriculturd product sdes of U.S. to Omanin 2000 is
explained by a sharp drop in grain and cooking oil exports. We sold more chicken, eggs and mest than
in 1999 but not nearly enough to compensate for the aforementioned decline.

Qatar

U.S. agricultura product sales which had reached arecord of close to $11 million ayear earlier tailed off
in 2000. Breskfast cereal and beverage base exports grew markedly, but sales of processed fruits and
vegetables and dmonds were much reduced.
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United Arab Emirates

U.S. agricultural product exports were strong across the board and exceeded 1999's record level by
close to $60 million. Unprecedented purchasing of thoroughbred race horses with exports vaued at over
$77 million, tree nuts especialy dmonds, fresh fruit, and beverage bases led the way. Hardwood lumber
sdes have dso never been higher. Asin therest of the region, the vaue of vegetable oil sdleswas down
ggnificantly.
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A Few Reasons Why 2000 Sales Weren't Better

Y ear 2000 grain sleswere off in al markets except the UAE. In 1999 we sold corn and afew whesat
shipments to the other GCC countries, but U.S. corn was rdatively more expensive in 2000 and Bahrain
and Kuwait reverted to their traditiona supplier, Austrdia, for their whesat needs.

As noted above, U.S. vegetable oil sales, mostly comprised of corn oil, were substantialy reduced from
1999 levels. The reasons for this decline were the lower internationa vegetable oil pricesin generd in
addition to the fact that there were U.S. corn oil shipments which were routed through Rotterdam (which
are not reflected as direct U.S. to UAE exports).

2001 Outlook

There are alot of reasons to be bullish on prospects for further growth in U.S. agricultural product sdes
to the GCC-5 in the course of thisyear. The dollar is not likely to appreciate further than its current
grength vis-avis currencies of most competitors. Oil prices remain high so government revenues and
subsequent public spending should strengthen. With the EU’ s problems with BSE and the EU and other
suppliers problems with Foot-and-mouth disease, the past few months have ushered in a big opportunity
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for U.S. suppliersto build upon sdesto just the top end of the hotd market. As some subgtitution has
taken place to poultry products, U.S. suppliers will dso benefit. U.S. chicken parts, particularly leg
quarters, are being shipped in growing volumes.

For bulk grains, the U.S. will continue to make &t least occasiond sales of whest to marketsin the region,
and exports of corn for animd feed should regain their usud steedy though limited pace. Aswith arange
of other goods, supply is very competitive, especidly for wheet. Also, it dways should be kept in mind
that the countries of the Arabian Gulf are heavily dependent on agricultural commodities and food
products. They have reatively high per capita digposable income levelsand agenerdly favorable
impression of the quality of U.S. products. So, our marching orders are clear:  differentiate and
digtinguish U.S. products whenever possible. On the other hand, there are il cdls by some religious
groups to boycott American food products. Because of aperceived U.S. role against Arab interests.
While the effects of this call seemed papable in the November/December 2000 period, if the Middle
East conflict widens, more consumers in the areawould be likely to heed these appeds.
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